Introduction
Many scholars have studied the total factor productivity from different perspectives ( presented a model to examine how greater integration in world financial markets affected the behavior of international capital flows and financial returns. Dennis Reinhardt and Luca Antonio Ricci (2013) revisit the Lucas paradox to account for the role of capital account openness and gain the conclusion that when accounting for such openness, the prediction of the neoclassical theory was empirically confirmed: among financially open economies, less developed countries tend to experience net capital inflows and more developed countries tend to experience net capital outflows. Alberto Martin and Filippo Taddei (2013) fill this gap by developing a standard growth model with adverse selection to study the topic of International capital flows and credit market imperfections. Cédric Tille and Eric van Wincoop (2010) developed the implications of portfolio choice for both gross and net international capital flows in the context of a simple two-country dynamic stochastic general equilibrium (DSGE) model. Endogenous time-variation in expected returns and risk, which are the key determinants of portfolio choice, affect capital flows in often subtle ways. The model is onsistent with a broad range of empirical evidence.
Based on the existing literature research, this paper studied the relationship between the international capital flows and the industry structure in China from 1982 to 2013.
Model, Index and Data
This paper mainly studied the relationship between international capital flows and industrial upgrading in China. In addition, this paper introduced education development and energy consumption as control variables. Industrial upgrading. This paper uses the ratio of the tertiary GDP and the total amount GDP to represent industrial upgrading, expressed by IS. Taking the logarithm of IS we get LNIS.
International capital flows. This paper uses the ratio of total sum of capital and financial projects in the international balance of payments which deflated by GDP deflator to represent international capital flows, expressed by CF. Taking the logarithm of CF we get LNCF.
Education Development. Education level is related to the level of scientific and technological development of a country. Therefore, it has an impact on economic development, also affects the industrial structure. Therefore, this paper introduces the level of education development as the impact (EMEEIT 2015) factor of industrial structure. Since higher education students are usually the human capital reserve forces of the scientific and technological development , "The average number of students in Colleges and Universities per one hundred thousand people" is applied by the index of "educationg development", expressed by EDU. Taking the logarithm of EDU we get LNEDU.
Energy Consumption. Energy consumption is the material basis for the development of various industries, and industrial structure adjustment is the need of saving energy consumption and changing the growth mode. So the level of energy consumption has a certain impact on industrial structure adjustment. "total energy consumption (ten thousand tons of standard coal)" is applied by the index of "energy consumption", expressed by EU. Taking the logarithm of EU we get LNEU.
Data in this paper are derived from the CSMAR database, the website of the Nationgal Bureau of Statistics of the People's Republic of China and the Baidu Encyclopedia.
Empirical Analysis
Variable graph analysis. Before the construction of the model, the variable graphs are analyzed. The figure of the variable CF is shown in figure 1 .The figure of the variable EDU is shown in figure 2 .The figure of the variable EU is shown in figure 3 .The figure of the variable IS is shown in figure 4 . According to formula (1), international capital flows and education development are helpful to industrial upgrading. Energy consumption is not conducive to industrial upgrading .
Conclusions
In this paper, the relationship between international capital flows and industrial upgrading is analyzed by GMM model, and the educational development and energy consumption are introduced as the control variables. Through the analysis, the conclusion of this paper is that international capital flows and education development are helpful to industrial upgrading. Energy consumption is not conducive to industrial upgrading in China.
Therefore, international economic exchanges and cooperation should be strengthened to promote industrial upgrading. In addition, it can promote industrial upgrading through improving education level. The relationship between the energy consumption and the industrial upgrading is in the reverse, which explain that the extensive production mode of high energy consumption is not conducive to industrial upgrading. Therefore, in the policy the extensive mode of economic growth should be changed in energy consumption and intensive production mode should be encouraged to promote industrial upgrading.
